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KEY ECONOMIC INDICATORS 
(in millions of U.S. dollars) 


1988 
1986 Estimates 


Domestic Economy 
Population (millions) 


National population growth (percent) 1/ 
Per capita national income (dollars) 
GDP (current prices) 

GDP growth rate (percent) 2/ 

GNP (current) 

GNP growth rate (percent) 

Consumer price index percent change 


Production and Employment 

Labor force (1,000s) 

Unemployment (avg. percent for year) 
Industrial production (percent increase) 
Govt. oper. deficit as percent of GNP 
(exchequer borrowing requirement) 


Balance of Payments 


Exports (FOB) 14,055 17,837 


Imports (CIF) 13,200 15,829 
Trade balance 855 2,008 


Current account balance -698 400 
Gross public sector foreign debt (year-end) 17,780 16,350 
Debt-service cost (foreign interest 
& principal payments) 2,669 1,724 
Debt-service ratio as percent 
of merchandise exports 
Foreign exchange reserves 
(year-end) 
Average exchange rate for year 
(IRP 1 = $) 
($1.00 = IR pounds) 


U.S. Trade 
U.S. exports to Ireland (FAS) 1,365 2,317 
U.S. imports from Ireland (CIF) 820 1,206 
Trade balance 545 1,111 
U.S. share of Irish exports (percent) 8.0 7.5 
U.S. share of Irish imports (percent) 14.0 17.0 


Principal U.S. exports (1987): office machinery and ADP equipment 

($849 million); aircraft ($70.5 million); Coal ($63 million) 

Principal U.S. imports (1987): chemicals ($96.6 million); office machinery 
($128 million); electrical machinery & apparatus ($96.6 million) 


1/ Figures do not take into account net emigration of an estimated 
30,000 persons annually. 
2/ Adjusted for exchange rate changes. 
Sources: Central Bank, Central Statistics Office, 
Economic and Social Research Institute 





Summary 


Ireland has a small, open, trade dependent economy. With a gross 
national product (GNP) of $28.6 billion [US $1.60 equals 1.00 IR 
(Irish) pound], it is one of the less prosperous members of the 
European Community (EC). Ireland's per capita income is 64 percent 
of the EC's average. Ireland has experienced low growth throughout 
most of the 1980s. Any improvement was due to the strong 
performance of the export sector. Domestic demand and investment 
have remained relatively flat. Exports of goods and services are 
equivalent to some 70 percent of the GNP. The equivalent figure for 
imports is only slightly lower. 


Ireland has been successful in reducing the rate of inflation from 
double digit figures in the late 1970s to an estimated 2.5 percent 
in 1988. Its balance of payments has been brought into the black in 
1987 after years of deficits. The government is taking firm action 
through spending cuts to reduce its budget imbalances and to 
stabilize the national deot, currently equivalent to approximately 
150 percent of the GNP. It has already reduced the Treasury's 
borrowing requirement from 10 percent of the GNP in 1987 to 

8 percent in 1988. In response to lower government borrowing, 
interest rates have been declining and business confidence has been 
increasing correspondingly. 


Unemployment continues to be a serious problem. Having climbed to a 
rate of 18.5 percent in 1987, the jobless rate is the second worst 
(after Spain) in Western Europe. Emigration has been increasing in 
response. Some 30,000 people are estimated to be emigrating 
annually. Some of the adverse social conditions of unemployment 
have also been eased by a comprehensive welfare support system. 


Economic prospects for 1988 are mixed. Inflation adjusted GNP 
growth probably will not exceed 1 percent. Exports are expected to 
remain strong and contribdute to a positive current account balance. 
However, government spending cuts, weak domestic consumer demand, a 
probable decline in agricultural earnings and flat investment are 


expected to offset most of the contributions made by the export 
sector during the year. 


U.S. exports to Ireland in 1988 should expand moderately both in 
terms of volume and in terms of U.S. dollars. If the depreciation 
of the U.S. dollar continues at the rapid rate experienced in 1987, 
the export figures--when denominated in Irish pounds--may show a 
drop (as occurred in 1987). 





Most U.S. exports to Ireland consist of capital equipment, 
components, and raw materials imported by the Irish plants of U.S. 
manufacturers. They mostly produce computers, office equipment, 
chemicals, pharmaceuticals and other high-technology goods. 
Agricultural imports are also important. Prospects are favorable 
for sales to some semi-state companies. 


I. CURRENT ECONOMIC TRENDS IN IRELAND 


(A) Economy on the Mend: Ireland, a member of the European 
Community, has a small and open trading economy. Fueled by an 
export boom, the Irish GNP in 1987 grew by over 3 percent (adjusted 
for inflation and exchange rate changes) to $28.6 billion. The 
increase in 1988 probably will not exceed 1 percent. The 
government's spending cuts aimed at closing the budget deficit will 
depress domestic demand and contribute to lower growth in the short 
term. In addition, external factors heavily shape Ireland's 
economic prospects: the decline in oil prices and the depreciation 
of the dollar have led to a steep decrease in Ireland's inflation 
(from double digit in the early 1980s to an expected 2.3 percent in 
1988); economic growth in the developed industrialized countries has 
stimulated Irish exports. 


The reduction in public borrowing mandated by the current fiscal 
austerity policy has led to a drop in interest rates and a 
restoration of business confidence. Exports continue to be strong. 
The economy is on the mend. But, there are problem areas: 
unemployment, now at over 19 percent, and imbalances in public 
finances (high deficit, high debt, high taxes) are likely to persist 
in the short term, and some sectors such as agriculture continue to 
face structural difficulties. 


(B) Domestic Private Consumption Flat: Consumption has remained 
Sluggish during most of the 1980s and little, if any, improvement is 
expected in 1988. Nominal incomes should rise by 2.75 percent, 
barely outpacing the rate of inflation. If the savings ratio 
remains constant, personal consumption in real terms should be a 
quarter percent above last year's level. Total private consumption 
expenditure in 1988 is projected to reach about $17.9 billion. 


In 1988, Ireland has a population of approximately 3.5 million with 
a work force of some 1.3 million. Fifty six percent of the people 
live in urban areas and 33 percent are located in the Dublin area. 
Farmers still account for approximately 17 percent of the work 
force, but their proportion is declining rapidly. With one half of 


Irish residents being 25 years or younger, Ireland has one of the 
youngest populations in Europe. 





The average Irish household consists of 3.7 persons with a per 
capita income of approximately $6,200. Virtually all houses have 
electricity; 79 percent of the householders live in owner occupied 
homes; 94 percent have one or more TV sets; 48 percent have 
telephones; 70 percent have at least one automobile. The ownership 
of consumer durables has been increasing rapidly. 


According to the most recent data available (1985 National Income 

and Expenditure), the average Irish household spends its income as 
follows: food, drink, and tobacco, 32 percent; tax, 25 percent; 
transport and communication, 8.5 percent; clothing and footwear, 

5 percent; fuel and utilities, 4 percent; rent, 5 percent; durable 
household goods, 3 percent; services and education, 4 percent; and 
other, 9 percent. In 1987, spending on clothing and automobiles is 
expected to increase somewhat to accommodate pent up demand from 
1986. Food and housing expenditures should remain unchanged. 

Weekly industrial earnings for men averaged $288 and for women, $172. 


(C) Investment Also Flat: Overall net investment in 1988 probably 
will remain flat at a level of some $9 billion. The volume of 
machinery and equipment imported for productive purposes should 
climb by 6 percent to about $5.1 billion. Much of this investment 
is expected to be channeled into multinational firms assembling 
high-technology products for export to the European Community (EC). 


There are some 800 foreign firms of which some 350 are U.S. 
affiliates. Foreign investment is concentrated in information 
technology products, office and engineering equipment, and chemicals 
and pharmaceuticals. [Ireland's traditional industries such as food 
processing, beverages, packing and packaging materials, leather 
processing, and woodworking are not expected to expand their 
activities significantly. 


The construction industry has been depressed for the past 6 years 
and is likely to decline further in 1988. While falling interest 
rates should stimulate some activity in housing and commercial 
development, substantial cuts in public works spending will more 
than offset any pickup in private sector activity. The surplus of 
commercial space and the current recession are blamed frequently for 
the downturn in construction. 


In the aftermath of the February 1987 general election, a minority 
government led by Prime Minister (Taoiseach) Charles Haughey adopted 
a government austerity program to restore confidence in the 

economy. Public spending has been cut substantially to reduce the 
budget deficit and public borrowing. This, in turn, is bringing 
down interest rates and stimulating private investment. 





Other programs were announced to promote industrial activities based 
on Ireland's natural resources. Such activities would include food 
processing, fisheries and timber development. Financial services 
are also earmarked for governmental support with the long-term goal 
being to develop Dublin into an international finance services 
center. Foreign investment will continue to be encouraged. 


(D) Balance of Payments Restored: Irish exports of goods and 
services in 1987 surged by an estimated 15 percent in real terms, 
creating a record trade surplus of some $2 billion. The estimated 
balance of payments on current account has swung into the black for 
the first time in decades. A further improvement is expected in 
1988 with a trade surplus possibly exceeding $2.8 billion. 


Data processing equipment showed the most rapid growth in the 
category of manufactured exports, which account for some 65 percent 
of total exports. The decline in the value of the dollar has 
improved the competitiveness of the Irish electronics industry as it 
is mostly dollar based. The substantially U.S.-owned exporting 
plants are expected to repeat their performance in 1988. Other 
product or service categories registering strong growth were cola 
concentrates, pharmaceuticals and tourism. Agricultural exports, 
which comprise 17 percent of the total, benefited from an increase 
in the overseas storage of EC intervention stocks, higher prices and 
a shift of meat exports toward higher value added products. As a 
result of the lowering of EC supports for agriculture, a moderate 
decline in the volume of their exports is likely in 1988. 


Irish imports of goods and services in 1988 are projected to 
increase in volume by more than 5 percent to $17.7 billion following 
a jump of 8.75 percent in 1987. Most of the anticipated imports 
consist of intermediate and capital goods for the manufacturing 
industry ($10.8 billion). Imports of consumer goods are expected to 
reach $4.1 billion. If the depreciation of the U.S. dollar 
continues at the rate experienced in 1987, Irish imports from the 
United States, when denominated in Irish (IR) pounds, may show a 


decline despite the expected moderate increase in their volume and 
their dollar value. 


Fueled by another rise in the trade balance, the surplus on current 
account in 1988 should increase by about $500 million or 

1.75 percent of the GNP. Transfers of profits and service charges 
by multinational corporations are expected to increase, and net 
factor payments abroad to about $3.9 billion in 1988, up by 

12 percent over the previous year. 





(E) Limits of Public Policy: The government's economic policy 
options are limited by the fact that Ireland's economy is relatively 
small and highly dependent on world trade and interest rate 
Fluctuations. A more expansionary fiscal policy is precluded by a 
high current budget deficit (equivalent to 6.3 percent of GNP in 
1988). When borrowings for capital expenditures are included, the 
total government borrowing requirement for 1988 is estimated at 

8.2 percent of the GNP or $2.3 billion. 


The government has identified as its priority objective the 
Stabilization of the national debt, which has ballooned to an 
equivalent of 150 percent of the GNP. A tight fiscal policy based 
on cost cutting has been implemented as a result. 


The 1988 current budget expenditures are expected to decline in real 
terms to $13.1 billion. Real expenditures on public sector capital 
projects are projected to fall by over 12 percent to $2.3 billion. 
The government has also taken steps to direct its budget cutting 
efforts at the public payroll by reducing staffing and keeping 
nominal wage increases at less than the expected rate of inflation. 


On the revenue side, the 1988 budget reduced the standard corporate 
tax rate from 50 to 43 percent. But, it also phased out accelerated 


Capital depreciation. The special 10 percent corporate tax rate on 
manufacturing companies has not been affected. Tax reform to reduce 
the relatively high personal income tax rates remains a long-term 
objective. There are no current plans to privatize semi-state 
corporations. 


Monetary policy is aimed at maintaining the external value of the 
currency and at providing an adequate level of external reserves. 

As a member of the European Monetary System (EMS), Ireland keeps its 
currency pegged within a narrow band to the currencies of other EMS 
members. Interest rates generally move in tandem with those of the 
United Kingdom. 


The future ability of Ireland to manage its public finances will be 
affected considerably by external factors. A fall in world interest 
rates, a steady exchange rate, and a buoyant outlook for world trade 
would improve Ireland's economic prospects and contribute toward 
alleviating the country's major economic problem: its high rate of 
unemployment. 





(F) Unemployment Continues High: To absorb new entrants into 
Ireland's work force, over 30,000 new jobs need to be created in 
1988. In addition, almost 250,000 persons are currently 
unemployed. Ireland's annual rate of unemployment at over 

19 percent is one of the highest in Europe. Contributing to 
unemployment is Ireland's young population which produces large 
numbers of first-time job seekers. Also, there are some 

5,000 farmers leaving agricultural employment for urban occupations 
annually. Although net emigration of approximately 30,000 per year 
is reducing some of the pressure on the unemployed and prospects for 
future job creation are improving, it is unlikely that the jobless 
rate will fall below 18 percent in the next 2 years. 


(G) Energy: Ireland has reduced its dependence on imported energy 
from 82 percent of total needs in 1973 to 70 percent in 1988. 
During the same time frame, Ireland's dependence on imported oil 
fell from 70 percent of total energy consumption to 45 percent 
(although the money import bill for oil in terms of pounds has 
increased some 40 times due to price increases and devaluation). 
Domestic natural gas, peat, and imported coal substituted for the 
oil. 


Following the discovery and exploitation of natural gas deposits, 
extensive efforts have also continued to discover offshore petroleum 
deposits. No wells have yet been drilled for production. To 
attract more bidders for the third licensing round, new terms have 
been announced for the treatment of marginal oil fields. Asa 
result, the first 25 million barrels of production from marginal 
fields will be exempt from royalty payments. In certain cases, 
where the government would exercise its option to participate in a 
given field, the operators' development costs would be reduced. In 
the current low price environment, however, oil exploration 
activities may be reduced. 


IIe IMPLICATIONS FOR THE UNITED STATES 


(A) U.S. Exports to Ireland Follow U.S. Investments: In dollar 
terms, American exports to Ireland again increased in 1987, climbing 


by 26.3 percent to $2.3 billion. Similar export growth is expected 
in 1988. The U.S. share of the Irish import market is 16.9 percent, 
which is only less than the 41.7 percent share by the United Kingdom 
and the 23.9 percent share of the other EC countries. In 1987, the 
United States had a favorable balance of trade with Ireland 
amounting to about $1.1 billion. The rapid depreciation of the U.S. 
dollar in 1987, however, meant that U.S. exports when expressed in 
terms of IR pounds at current value, fell by 14.8 percent in 1986. 





U.S. exports to Ireland consist largely of capital equipment, parts, 
components and raw or semiprocessed materials used in the assembly 
Or production of computers and electronic equipment and chemicals 
and pharmaceuticals. The importers are mainly U.S. production 
affiliates. The finished products are almost entirely exported to 
the EC countries and elsewhere. Although U.S. sources will continue 
to be used for electronic components and specialized high-value 
equipment, U.S. affiliate plants are making increasing efforts to 
purchase locally packing materials, sheet metal frames and housings, 
and other low-unit-cost but high bulk items. 


U.S. exporters may also find a receptive market in the Irish public 
sector. Capital investment has slowed from the levels of recent 
years, but the civil service is expected to expand office automation 
programming and to purchase more data processing equipment. This 
will create opportunities in direct sales of mini- and micro- 
computers, peripherals, terminals, printers, data storage, and 
software packages. Secondly, a direct broadcasting satellite is to 
be launched in the next few years. Although the final decisions 
have yet to be made, a satellite project would offer excellent 
business opportunities for U.S. firms, not only in the sale of the 
satellite itself but in ground station equipment. The 
telecommunications authority, Telecom Eireann, also offers limited 
possibdilities for U.S. suppliers of a broad range of 
telecommunications equipment, including PBAX's and mobile telephones. 


The Department of the Environment has been allotted approximately 
$382 million for roadworks and related services, and $100 million 
for sanitation services. A grant to Aer Rianta for construction of 
a new 9,000 foot runway--including control tower, lighting fixtures 
and ground control equipment--at Dublin airport amounts to 

$6.4 million, an increase of 54 percent on the previous year. This 
is extracted from an overall allotment for airport improvement of 
$38 million. A separate item, air navigational services, has been 
allotted expenditures of $5.7 million. Although much of the road 
construction effort is to be for secondary roads, there are special 
opportunities for joint ventures in constructing and operating toll 
roads and bridges. 


The Irish surface transportation authority, CIE, which operates the 
railroad, buses, and freight forwarding services, may also purchase 
up to 20 diesel locomotives in the next 3 years. The electric 
utility, ESB, has no major expansion plans. With the completion of 
its new Moneypoint plant (three 3,000 MW coal burning generators), 
there are good opportunities for U.S. coal exporters as 
approximately 2 million tons of coal will be required annually. 
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Other good market prospects exist for safety and security equipment 
and a wide range of servic2s including tourism development, 
marketing, and comprehensiv? risk assessment. 


Fast food franchise operators have also been making inroads in urban 
areas, indicating that there are some opportunities here for 
additional franchises, such as pizza restaurants. The increase in 
tourism from the United States is stimulating demand for U.S.-style 
franchise outlets. 


American products enjoy a good reputation in Ireland and are well 
received. While the many American-owned Firms are especially 
familiar with and receptive to American products, many other Irish 
businessmen have also worked or studied in the United States. The 
existence of a common language is also an aid to sales efforts. 


On the agricultural front, animal feeds (especially corn gluten and 
soybean meal) are the most important U.S. farming exports to 
Ireland. Market opportunities for consumer food items, including 
American wine, should be good in the long term. 


(B) Encouragement of Foreign Investment Remains Strong: Successive 
Irish Governments have strongly encouraged foreign investment and 
continue to do so. More than 300 American firms have begun 


manufacturing projects in Ireland since 1960, and the number 
continues to rise. Many U.S. banks and service companies are also 
represented. U.S. investors are prominent in a wide variety of 
industries, including pharmaceuticals, electronics, engineering and 
textiles, and in nonmanufacturing areas such as banking and 
nydrocardoon exploration. 


Many U.S. businesspeople find Ireland an attractive location within 
the EC customs area in which to manufacture for the EC market. 
Political stability, the availability of a well-trained, English 
Speaking work force and relatively low wage costs have also been 
important factors. The average annual return on investment is 
reported to be in the range of 30 percent. The government is 
actively seeking to attract foreign industrial investors, especially 
those offering export-oriented projects with a high value-added 
content and job creation possibilities. An imaginativ?, generous 
financial incentive program is implemented by the Industrial 
Development Authority (IDA). The IDA also encourages and assists 
with joint ventures and licensing arrangements involving American 
and Irish firms. The U.S. Embassy Commercial Attache can assist 
with individual enquiries. 
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TRADE EXHIBITIONS IN DUBLIN - 1988 


January 26-31: Holiday and Leisure Fair 
RDS Grounds, Ballsbridge, Dublin 4. 
Contact: International Fairs and 
Exhibitions Ltd., Belgrave House, 
15 Belgrave Road, Rathmines, Dublin 6. 
Tel: (01) 965 711, Telex: 30840 - Annual. 


February 23-28: Irish Motor Show 
RDS Grounds, Ballsbridge, Dublin 4. 
Contact: Society of the Irish Motor 
Industry, 5 Upper Pembroke St., Dublin 2. 
Tel: (01) 761 1690. Biennial. 


March 15-20: Brighter Homes and D.I.Y. Exhibition 
RDS Grounds, Ballsbridge, Dublin 4. 
Contact: John Palmer (Exhibitions) Ltd., 
3 Woodbine Park, Stillorgan Road, Blackrock, 
Co. Dublin. 
Tel: (01) 694 022. Annual. 


April 12-14: COMPUTEX ‘88 (Int'l Computer Exhibition) 
RDS Grounds, Ballsbridge, Dublin 4. 
Contact: SDL Exhibitions Ltd., 18 Main 
Street, Rathfarnham, Dublin 14. 
Tel: (01) 900 600. Annual. 


Spring Show and Industrial Fair 

RDS Grounds, Ballsbridge, Dublin 4. 
Contact: Royal Dublin Society, 
P.O. Box 121, Dublin 4. 

Tel. (01) 680 645. Annual. 


October 11-14: IBETA - Business Equipment Show. 
Main Hall, RDS, Ballsbridge, Dublin 4. 
Contact: Irish Business Equipment Trade 
Assoc. Ltd., 59 Merrion Square, Dublin 2. 
Tel: (Ol) 761 679. Annual. 


October 18-21: ENQUIP ‘88 (Engineering & Industrial 
Equipment Show) 
RDS Grounds, Ballsbridge, Dublin 4. 
Contact: Royal Dublin Society 
P.O. Box 121, Dublin 4. 
Tel: (01) 680 645. Biennial. 


October 26-28: INTRON ‘88 (Electronic Equipment) 
RDS Grounds, Ballsbridge, Dublin 4. 
Contact: SDL Exhibitions Ltd., 18 Main 
Street, Rathfarnham, Dublin 14. 
Tel: (01) 900 600. Biennial. 
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